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A firm may operate on a more efficient learning curve
under competitive conditions than under sole-source conditions.

Considerable analytical and empirical work has
been undertaken in recent years to develop a
foundation for evaluating the effectiveness of
competition in weapon system acquisition. As one
might expect, the sophistication of this effort has
steadily evolved.

Originally, analysts compared a price obtained
competitively with the price of a preceding sole-
source buy; any price reduction was attributed to
competitive forces. Subsequently, analysts deter-
mined that regardless of competitive pressures, a
portion of the price reduction was attributable to
production efficiencies achieved by an increasingly
experienced sole-source producer. More recently,
analysts built upon the latter assumption in stating
that the remaining price reductions were the result
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of either continuously improving manufacturing
efficiencies or one-time price reductions.

Despite the advances of these analytical efforts
over time, many obstacles impede progress. One
major hindrance is that competition may be ap-
plied in many forms and in various phases of the
acquisition cycle. The numerous details specific to
these forms make theoretical specification of com-
petition highly complex. It is also difficult to con-
struct an empirical data base. Such a base must
rely on subjective judgments on numerous details
of a program. This difficulty is compounded when
a program history cannot be fully reconstructed.
In fact, so many elements enter into the outcome
of a program that precise isolation of the impact
of competition, in whatever form, presently re-
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